§§4287.159-4287.168

the limits set forth in the Loan Note
Guarantee.

(e) Rent. Any net rental or other in-
come that has been received by the
lender from the collateral will be ap-
plied on the guaranteed loan debt.

(f) Liquidation costs. Liquidation costs
will be deducted from the proceeds of
the disposition of primary collateral. If
changed circumstances after submis-
sion of the liquidation plan require a
substantial revision of liquidation
costs, the lender will procure the Agen-
cy’s written concurrence prior to pro-
ceeding with the proposed changes. No
in-house expenses of the lender will be
allowed. In-house expenses include, but
are not limited to, employee’s salaries,
staff lawyers, travel, and overhead.

(g) Payment. When the Agency finds
the final report of loss to be proper in
all respects, it will approve Form
FmHA 449-30 and proceed as follows:

(1) If the loss is greater than any es-
timated loss payment, the Agency will
pay the additional amount owed by the
Agency to the lender.

(2) If the loss is less than the esti-
mated loss payment, the lender will re-
imburse the Agency for the overpay-
ment plus interest at the note rate
from the date of payment.

(3) If the Agency has conducted the
liquidation, it will pay the lender in ac-
cordance with the Loan Note Guar-
antee.

§§4287.159-4287.168 [Reserved]

§4287.169 Future recovery.

After a loan has been liquidated and
a final loss has been paid by the Agen-
cy, any future funds which may be re-
covered by the lender will be pro rated
between the Agency and the lender
based on the original percentage of
guarantee.

§4287.170 Bankruptcy.

The lender is responsible for pro-
tecting the guaranteed loan and all col-
lateral securing the loan in bankruptcy
proceedings.

(a) Lender’s responsibilities. It is the
lender’s responsibility to protect the
guaranteed loan debt and all of the col-
lateral securing it in bankruptcy pro-
ceedings. These responsibilities include
but are not limited to the following:
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(1) The lender will file a proof of
claim where necessary and all the nec-
essary papers and pleadings concerning
the case.

(2) The lender will attend and, where
necessary, participate in meetings of
the creditors and all court proceedings.

(3) When permitted by the Bank-
ruptcy Code, the lender will request
modification of any plan of reorganiza-
tion whenever it appears that addi-
tional recoveries are likely.

(4) The Agency will be kept ade-
quately and regularly informed in writ-
ing of all aspects of the proceedings.

(5) In a Chapter 11 reorganization, if
an independent appraisal of collateral
is necessary in the Agency’s opinion,
the Agency and the lender will share
such appraisal fee equally.

(b) Reports of loss during bankruptcy.
When the loan is involved in reorga-
nization proceedings, payment of loss
claims may be made as provided in this
section. For a liquidation proceeding,
only paragraphs (b)(3) and (5) of this
section are applicable.

(1) Estimated loss payments. (i) If a
borrower has filed for protection under
Chapter 11 of the United States Code
for a reorganization (but not Chapter
13) and all or a portion of the debt has
been discharged, the lender will request
an estimated loss payment of the guar-
anteed portion of the accrued interest
and principal discharged by the court.
Only one estimated loss payment is al-
lowed during the reorganization. All
subsequent claims of the lender during
reorganization will be considered revi-
sions to the initial estimated loss. A
revised estimated loss payment may be
processed by the Agency, at its option,
in accordance with any court-approved
changes in the reorganization plan.
Once the reorganization plan has been
completed, the lender is responsible for
submitting the documentation nec-
essary for the Agency to review and ad-
just the estimated loss claim to reflect
any actual discharge of principal and
interest and to reimburse the lender
for any court-ordered interest-rate re-
duction under the terms of the reorga-
nization plan.

(ii) The lender will use Form FmHA
449-30 to request an estimated loss pay-
ment and to revise any estimated loss
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